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FM AMCONSUL FRANKFURT 

TO SECSTATE WASHDC PRIORITY 1 196 

AMEMBASSY BONN 

INFO AMEMBASSY LONDON 

AMEMBASSY PARIS 

AMEMBASSY BRUSSELS 

USMISSION USNATO 

USMISSION USBERLIN 

AMCONSUL BREMEN 

AMCONSUL DUSSELDORF 

AMCONSUL HAMBURG 

AMCONSUL MUNICH 

AMCONSUL STUTTGART 

UNCLAS FRANKFURT 2068 

E.O. 11652: N/A 

TAGS: ECON, POL, GW, US 

SUBJECT: SCHMITD ON US-GERMAN RELATIONS AND MONETARY POLICY 

REF: BONN 4447 

1 . CHANCELLOR SCHMIDT'S SPEECH TO THE HESSIAN SPD 
CONVENTION AND GUESTS IN WIESBADEN ON MARCH 1 1 WAS 
ALMOST ENTIRELY DEVOTED TO PARTISAN POLITICS AND 
DOMESTIC ISSUES. 

2. THE CHANCELLOR DEPARTED FROM THESE THEMES 
ONLY BRIEFLY TO DISCUSS THE DOLLAR/D MARK RELATION- 
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SHIP. HE REJECTED PRESS STORIES THAT HE AND THE 
AMERICAN PRESIDENT ARE QUARRELING OVER EXCHANGE 
RATE ISSUES. SCHMIDT POINTED OUT THAT 28 PERCENT 
OF THE GERMAN ECONOMY IS DEPENDENT ON EXPORTS AND 
THAT THE DOLLAR/MARK RELATIONSHIP IS THEREFORE OF 
CONSIDERABLE INTEREST TO A LARGE SEGMENT 
OF THE POPULATION. CITING THE AUTOMOBILE INDUSTRY 
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AS AN EXAMPLE SCHMIDT NOTED THAT DESPITE SOME DECLINE 
IN AUTO EXPORTS TO THE US THE INDUSTRY AS A WHOLE 
IS NEVERTHELESS IN GOOD SHAPE. THE CHANCELLOR ALSO 
NOTED THAT APPRECIATION OF THE MARK HAS SOME ADVAN- 
TAGES. IT SHOW WORLD WIDE CONFIDENCE IN THE 
STRENGTH OF THE GERMAN CURRENCY AND REDUCES THE PRICE 
OF SOME IMPORTS HE SAID. 

3. ON CURRENT US-GERMAN DISCUSSIONS SCHMIDT SAID 
"WE AND OUR AMERICAN FRIENDS AND ALLIES" ARE ENGAGED 
IN SMOOTHING OUT THE ROUGH SPOTS IN SUCH ADJUST- 
MENTS AS ARE TAKING PLACE. HE ADDED "I AM GLAD 
THAT PRESIDENT CARTER STRONGLY AND CLEARLY SUPPORTS 
A STRONG DOLLAR NOT ONLY IN TELEPHONE CONVERSATIONS 
BUT ALSO IN PUBLIC. "LEHMANN 
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